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SUBJECT: COMMISSION APPRAISAL OF DAVIGNON PLAN 

1 . ACCORDING TO EC COMMISSION STEEL OFFICIALS, THE 
FIRST SIX MONTHS HAVE PROVEN THE DAVIGNON PLAN FOR 
THE STEEL INDUSTRY TO BE RATHER SUCCESSFUL. STAFF 
OFFICIALS SAY THAT THE DELIVERY TARGETS IN EFFECT 
SINCE JANUARY AND THE PRICE MEASURES IN EFFECT SINCE 
MAY (OBLIGATORY FOR REINFORCING BARS, REFERENCE 
PRICES FOR OTHER MAJOR CATEGORIES) HAVE STABILIZED 

THE MARKET FOR THESE PRODUCTS ALTHOUGH NOT YET ALLOW- 
ING ANY REAL RECOVERY. 

2. MINIMUM PRICES FOR REINFORCING BARS APPEAR TO 
LIMITED OFFICIAL USE 
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HAVE MET THE EXPECTED RESISTANCE FROM BRESCIAN PRO- 
DUCERS BUT THE COMMISSION SAYS THIS HAS ONLY HAD 
MARGINAL EFFECT ON GENERAL PRICE LEVELS FOR BARS. 
MOREOVER, IT HOPES THAT INVESTIGATION TEAMS CURRENTLY 
CHECKING THE PRICE OF REINFORCING BARS WILL HAVE A 
PSYCHOLOGICAL EFFECT ON THIS RENEGADE PRICING. 
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3. FOR THE OTHER CATEGORIES, WHICH ARE SUBJECT TO 
REFERENCE PRICES, COMPLIANCE HAS BEEN GOOD WITH THE 
EXCEPTION OF MERCHANT BARS WHICH ARE ALSO PRODUCED 
BY THE BRESCIANI. 

4. THE COMMISSION NOW PLANS TO INCREASE THIRD AND 
FOURTH QUARTER TARGET PRICES FOR COLD ROLLED SHEET— 
5 PERCENT; NON-STRIP SHEET-12.5 PERCENT; QUARTO 
SHEET-14.5 PERCENT; MERCHANT STEELS-5 PERCENT; AND 
GIRDERS— 2.5 PERCENT. THE REFERENCE PRICE FOR WIRE 
ROD WILL REMAIN UNCHANGED. 

5. IN ADDITION, THE COMMISSION HAS DECIDED TO 
ESTABLISH REFERENCE PRICES FOR TWO NEW CATEGORIES, 
HOT ROLLED COILS AND HOT ROLLED NARROW STRIP. 

6. COMMISSION STAFF OFFICIALS DENIED THERE IS ANY 
THOUGHT AT PRESENT TO EXTENDING OBLIGATORY MINIMUM 
PRICES BEYOND REINFORCING BARS. MORRIS 
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